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MONTHLY SURVEY OF 

GENERAL BUSINESS CONDITIONS 

November 26, 1920 

IN October, curve B, representing business, continued affected by the late season, are therefore encountering 

at an accelerated pace the rapid decline which had some difficulty in disposing of stocks at expected prices; 

been in progress since March. The decline last month and, although naturally anxious to wait until after the 

was the result of a violent recession in commodity prices holiday trade is over, they are beginning to accept the 

combined with an equally violent recession in outside inevitable. Only a thoroughgoing readjustment in 
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(jKoci' A — Speculation : New York Hank Clearings, Shares Traded on the New York Stock Exchange, Price of Industrial Stocks. 

Croip B — Hisinkss: liank Clearings Outside New York City, Hradstreefs Price Indices. 

( ■roup C — Hankisc; : Kate on 4-6 Months Commercial Paper, Rate on 60-90 Day Commercial Paper. 



(The items locating turves A, It. 



i.l ('; 



I refer to complete calendar months anil Hie points are plotted in the middle ot the spaces allotted to the months.) 



Km'I.a nation: Kiich of the three curves on the Index Chart is obtained by 
averaging a group of statistical .scries, each group being composed of series 
homogeneous in character; i. e., when corrected for the seasonal influence 
and normal growth, the series of each group move in the same direction (up- 
ward or downward) at the same lime. The series were all expressed in com- 
parable units before averages were taken. 

Our interpretation of the fluctuations of the three curves of the current 
index chart is based upon the relationship which was discovered among simi- 
lar curves for the period 1003-14. All three curves had wave movements, but 
(he upward swings and the crests of the waxes were no! reached simultane- 
ously. The major movements of speculation preceded those of business by 
4 to 10 months, and the movementsof business preceded those of banking by 
2 to 8 months. The sequence of movements holding for upward swings and 
crests also held for downward swings and troughs. 

The relationship between (he (tines which held for the pre-war period 
appears to have reestablished itself in 1010 so that the movements of the 
curves constitute a basis for forecasting. Our forecasts, however, are not 
based solely upon the index of general business conditions, but they allow for 
the differences in underlying conditions as revealed by economic analysis. 

The rise of curve A, representing speculation, between February and 

clearings corrected for seasonal variation. In fact, the 
extent of the drop establishes new records for both 
series. In October, therefore, we passed through a 
period of liquidation in business so extreme that, lacking 
the federal reserve system, we should probably have had 
a financial explosion. 

The present phase of the business cycle appears to be 
running its normal course. Liquidation in primary 
markets has reached large proportions, and indications 
are not lacking that the final stage revision of retail 
prices is now in progress, from numerous quarters 
come reports of unemployment - the woolen industry, 
knit goods, and leather reporting decreases of from 26 to 
33 per cent in the number at work as compared with a 
year ago. Retail dealers, particularly in lines adversely 



October 1910 forecasted the rise of curve B, representing business, which took 
place between April 1919 and March 1920. Low interest rates, curve (.', 
facilitated expansion of both speculation and business until the federal re- 
serve banks, in November 1919, inaugurated their policy of increasing 
rediscount rates. 

The persistent decline of curve A and the equally persistent rise of curve 
C, both movements beginning in November 1919, forecasted that a decline of 
business activity and commodity prices, curve Hi. would be inaugurated in 
the spring of 1920. In fact business unsettlemenl was noticeable in April 
and it has increased since that month while various indices of commodity 
prices have receded since May. The existence of the federal reserve system 
and the action of the banks in increasing rales and restricting credit made 
il appear very unlikely that the business readjustment indicated by the 
index chart would be accompanied by a financial panic. At this writing, 
we have passed the time in the business cycle when a financial panic would 
have occurred, if we were to have one. 

Finally, the decline cf curve C and the horizontal movement of curve A, both 
beginning, in July it>20, indicate that the recession 0/ business, curve B, now in 
progress will end by A pril 1921. The immediate prospect for the winter of 1Q20- 
21 is unsettled business, an easier money market, and increasing security prices. 

retail markets can relieve the present deadlock in 
industry. 

Another characteristic of the current phase of the 
business cycle has also made its appearance — the 
growing list of corporations reporting decreased earn- 
ings in the third quarter of 1920 or passing their divi- 
dends. Although this was partially discounted earlier 
in the year, recent announcements served to unsettle 
speculative markets. 

The news from abroad is not very reassuring. Unem- 
ployment in certain specialized trades is becoming more 
marked, and considerable price recessions are reported 
in various lines. According to the index number of the 
Statist, British prices fell nearly 9 per cent in October, a 
monthly decline greater than any previously recorded 
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during the downward movement of the last six months. 
From several countries in South America it is reported 
that the sharp rise in exchange on this country has 
occasioned serious embarrassment for many importing 
firms and led to many cancellations of orders for Ameri- 
can goods. These conditions have already affected 
certain houses with large South American interests, and 
are likely to influence our export trade seriously during 
the next few months. 

Leading bankers express the opinion that, despite the 
widespread liquidation now in progress in commodity 
and security markets, the banking situation is funda- 
mentally sound. This opinion is in accord with our own 
conclusion which is based upon an analysis of the re- 
ports of the federal reserve banks and the course of rates 
on commercial paper since July as shown by curve C. 
We therefore see nothing in recent developments to 
modify our forecast of two months ago that the present 
period of liquidation will proceed without a breakdown 
of banking and credit, and that an easier money market 
is in prospect. 

Meanwhile, occasional straws point to the revival of 
business which our index curves forecast for next spring. 
The head of a large New England worsted mill reports 
more inquiries for goods in the first two weeks of No- 
vember than in the preceding four months, and several 
large merchandising organizations have indicated their 
intention of entering the market again before the end of 
the year. Recent price reductions in retail markets 
appear to have been productive of a considerable in- 
crease in the volume of sales. Finally, we may mention 
the reports of increasing willingness on the part of 
laborers to accept wage readjustments. All these ten- 
dencies, if continued, will assist the process of readjust- 
ment, but it is still too early to expect much definite 
evidence of a revival of business. 

The reports of the federal reserve banks indicate that 
the peak of the money strain in the South and West, 



resulting from the combination of unsettled business 
and crop moving, was reached sometime in October 
The conclusion just stated is based upon a comparison 
of the adjusted reserve ratios of the federal reserve 
banks of the various districts. The reserve ratios for the 
several banks have fluctuated considerably during the 
last couple of months, although the reserve ratios of the 
combined banks have changed very little. 

The accompanying table gives the reserve ratios of 
each of the twelve federal reserve banks for September 
10 and each week since October i. These reserve ratios 
are adjusted for inter-bank borrowing and lending. 
That is, in computing the reserve ratios the reserves of 
every bank lending to other banks in the system were in- 
creased by the amount loaned and paper purchased, and 
the reserves of every bank borrowing from other banks 
in the system were decreased by the amount borrowed 
and paper sold. The ratios of the adjusted reserves to 
net demand liabilities were then computed. At the 
present time Boston, Philadelphia, and Cleveland are 
lenders, while, relative to their total resources, Atlanta, 
Minneapolis, Kansas City, and Dallas are the largest 
borrowers in the system. The figures presented in the 
table show that the lowest reserve ratios for the borrow- 
ing banks were, with one exception, registered in Octo- 
ber. At this writing all of the borrowing banks show an 
improvement from the low points registered in October 
or early November. In other words, for those sections 
of the country in which the financial strain resulting 
from crop moving was the greatest, the South and West, 
a turn of the seasonal movement has set in. 

It is not only during the autumn that the banks of the 
South and West have borrowed from federal reserve 
banks of other districts. From April to August Boston, 
New York, and Cleveland were lenders, as will be seen 
from the accompanying table giving the "average rates 
charged on bills discounted by federal reserve banks, 
monthly since October 19x9." Examination of the 



Adjusted Reserve Ratios of the Federal Reserve Banks* 
(Black face indicates lending banks: Roman, borrowing banks; Italics, neither lending nor borrowing) 





Sept. 10 


Sept. 17 


Sept. 2.| 


Oct. I 


Oct. 8 


Oct. is 


Oct. 22 


Oct. 29 


Nov. 5 


Nov. 12 


Nov. 19 


Combined banks 


42.S 


43s 


43-$ 


43-7 


42.1) 


42.7 


43-3 


43- r 


43-o 


43-6 


44.I 


Boston 

New York 


62.0 

36.O 

53-9 
71.4 

34- <> 
23-4 
43-3 
27.0 
24.4 
2S.0 
8.c> 
47-3 


68.2 

37-8 
58.1 
74.0 

32.1 

-\v2 
40.1) 

25-4 
2(').2 
28.O 

0.6 
47.6 


66.2 

42.9 
58.2 
78.6 

20.3 
17.1 

35-3 
20. 9 
22.2 
1 8.4 
"■3 
42.5 


65-3 
41.6 
60.5 
80.7 

3«-i 
•5-7 
35-3 
21.3 
24.6 
TO.4 
0-3 
43-o 


65.6 

37-5 
63.2 
80.4 

32.0 
16.0 

35-5 
21.8 

22.9 
18.5 
1 3-3 
43-6 


67.2 

36-0 

59-6 

78.5 

33-7 
17.9 

36-7 
21. 1 
21.4 
iq.2 

l.vO 
45-2 


72.0 
35-4 
63.7 
80.3 

33-4 
23.1 

37-9 
20.9 
17.1 
i7-S 
1.3-3 
45-2 


70.3 

35- 1 
61.1 
80.1 

38.2 
24.2 

39-5 
21.6 
18.1 
15-9 
1.3-5 
4S-o 


68.5 

34-7 
61.4 

79.0 

39-2 
23.2 

3*8-7 
25.8 
20.2 
17. 1 
17.8 
45-o 


66.7 
34-6 
61.0 
79-8 

38-5 
24.0 
40.2 
30.0 
18.4 
17. 1 
20.9 
48.1 


62.4 

37-9 
56.6 

79-6 

38.0 
32.0 
40.2 

32.4 
18.6 

24.8 
18.3 
49-5 


Philadelphia 


Cleveland 


Richmond 


Atlanta 

Chicago 

St. Louis 

Minneapolis 

Kansas Citv 


Dallas 

San Francisco 



* Computed by adding, for lending kinks. l<> total reserves bills discounted for and I oujdit from other federal reserve tanks, and liy subtracting, 
for borrowing banks, from total reserves bills rediscountcd with and sold to oilier federal reserve banks, and then taking the ratio of the resulting figures to 
the sum of net deposits and federal reserve notes in actual circulation. 
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Average Rates Charged on Bills Discounted by Federal Reserve Banks, Monthly since October 1919 * 
{Black face indicates lending banks; Roman, borrowing banks; Italics, neither lending nor borrowing) 





1919 


1920 




October 


November 


December 


January 


February 


March 


April 


May 


June 


July 


August 


September 


Combined Banks . 


4.1 Q 


4-53 


4.67 


4.9O 


5-5 2 


5-64 


5-6? 


5-74 


6.20 


6.21 


6.I9 


6-39 


Boston 


4-23 

4-°3 
4.02 

4.14 
4.28 
4.24 
4.40 
4.22 

4-5o 

4.60 

4-34 
4-47 


4-S6 
4.49 

4-34 
4-55 
4.46 

4-5i 
4.61 

4-52 

4-74 
4.91 

4-55 
4-58 


4.64 

4-63 
4.61 
4.68 
4.64 
4.61 
4.69 
4.64 
4.S8 

5-02 

4.80 
4.62 


4.89 
4.86 

4-8.3 
4.92 
4.96 
4.92 
4.86 
4.88 
5-°5 
5-5 2 
4.78 

4.81 


5-54 
5-42 
5-46 
54<5 
5-5° 
5-55 
5-63 
5.62 
5-70 

5-79 
5.32 
5-55 


5.68 

5-5.3 
5-44 
5-58 
5-6.3 
5-67 
5-79 
5-67 
5-77 
5.80 

5-59 
5-7o 


5-6o 
5-48 
5-46 
5.71 
5-59 
5-68 

57-7 
5-78 
5.81 

6-55 
5-66 

5-70 


5-6o 
5.56 

5-4.3 
5-64 

5-58 
5-72 
5-85 
5-78 
5-89 
6.81 

5-7.3 
5-84 


6.24 
6.I9 

5-5' 
5-75 
5-95 
5-82 
6.64 

5-94 
6.78 
6.72 
5-95 
5-93 


6.31 
6.25 

5-54 
5.84 

5-96 
5-94 
6.65 
6.04 

6.77 
6.62 

5-87 
5-95 


647 
6.25 

5-57 
5.8l 

5-96 
6.04 
6.65 

S-84 
6.80 

6-45 
5-76 
5.96 


6.50 


New York 

Philadelphia .... 

Cleveland 

Richmond 

Atlanta 

Chicago 

St. Louis 

Minneapolis 

Kansas City 
Dallas 


6.47 
5.58 
5-82 

5-98 
6.04 
6.76 
6.06 
6.81 
6.78 
5.88 


San Francisco . . . 


5-97 



Compiled from Federal Reserve liulle'.in. 



table just referred to brings out another point. Al- 
though Boston and New York were lending in June, 
July, and August and Richmond, Atlanta, St. Louis, and 
Dallas were borrowing, yet the average rates charged 
customers by Boston and New York were continuously 
higher than the rates charged by the federal reserve 
banks of the South. 

Still another interesting point is revealed by examina- 
tion of the average rates of the combined banks be- 
tween October 1919 and August 1920. The monthly 
average rate rose steadily from November 191 9 to June 
1920, inclusive. During the summer months, however, 
the rate has been stable at about 6.1 per cent. The 
monthly movement of average rates charged member 
banks by federal reserve banks corresponds very closely 
to the movement of our curve C, representing rates on 
commercial paper. 

Considering the condition of the federal reserve banks 
in connection with the decline in corrected rates for 
commercial paper, curve C, we find no reason for chang- 
ing our opinion, previously expressed, that an easier 
money market is one of the probable developments of 
the next two months. 

I. THE INDEX 

Speculation 

In October our index of speculation, curve A, re- 
ceded slightly, thus continuing the irregular "sidewise" 
movement that started in July. The recession of the 
curve last month resulted from declines in all three of 
the corrected series upon which it is based. 

New York bank clearings increased from 18,600 mil- 
lion dollars in September to 20,660 millions in October, 
or n per cent. This increase, however, although ap- 
parently large, is small compared with the normal in- 
crease in October of 20 per cent. In November New 
York clearings usually decline 5 or 6 per cent from the 
October figure. 



The average price of twenty industrial stocks was 
$84.90 in October compared with $87, $85.40, and $90.60 
for the three months preceding. The average price of 
twenty railroad stocks was $83.60 last month compared 
with $79.20, $74.60, and $72.80 for the preceding 
months. There was no pronounced movement in either 
industrials or rails during the month. The most sig- 
nificant feature of the market was the resistance of the 
prices of industrial stocks to bad news, such as reports 
of low earnings or losses in the third quarter of the year 
and of further recessions in commodity prices. 

The prices of all classes of bonds — rails, public utili- 
ties,and industrials — increased substantially in October. 
Previous to November there was an uninterrupted im- 
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provement in the average prices of railroad bonds since 
May or June, but it is only since August that the im- 
provement has extended to public utility and industrial 
bonds. The aggregate of bond transactions on the New 
York Stock Exchange in October was 331.3 million 
dollars, the largest since May of this year. Transac- 
tions in the bonds of domestic corporations showed the 
largest total since December 1919. 
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Pronounced weakness developed in speculative 
markets during the first half of November. Between 
November 3 and November 19 the average prices of 
railroad and industrial stocks declined 9 and n points 
respectively, or about n and 14 per cent. The daily 
transactions, however, have been considerably larger 
than last month. In some quarters these developments 
are believed to be due, in part at least, to sales by for- 
eign holders of American securities, the National Debt 
office of the British government having released securi- 
ties deposited with it, and the New York Stock Ex- 
change having authorized a resumption of arbitrage 
dealings. 

The prices of bonds, though they have declined from 
the figures reached in October, have not been as much 
affected as were stock prices. Such investment buying 
as there is in the present unsettled market appears to 
center in the bond field for the most part. 

Whether or not the trough of industrial stock prices 
was reached in November, the curves of our Index 
Chart indicate that general liquidation has nearly, if not 
quite, run its course. 

Business 

The outstanding features of the business situation in 
October were: unsettlement in wholesale commodity 
markets; price recessions in raw silk, cotton goods, 
wool, copper, leather, iron, steel, coal and other com- 
modities; marked dullness in retail trade; and curtail- 
ment in industry with reductions of wages reported in 
some instances. 

Wholesale commodity prices in both September and 
October, according to Bradstreet's index, suffered greater 
percentage declines from the quotations of the preceding 
months than have been experienced in any previous 
month on record. All groups of commodities were af- 
fected. The index number for November 1 is $15.68, a 
decline of 7.3 per cent from $16.91 on October 1, which 
in turn was 5.9 per cent below the figure on September 1 . 

The fall of nearly 25 per cent which has taken place in 
the last six months is the most precipitate decline in 
general commodity prices which the country has ex- 
perienced since the Civil War. The general level of 
prices during the third quarter of 1865 was about 26 per 
cent below the prices of the first quarter of that year. 1 
It should be noted, however, that conditions during this 
period were in important respects not comparable with 
present developments. We were then on an inconverti- 
ble paper basis, and political and military events had 
aided greatly in restoring confidence in the currency, 
causing prices to fall. 

The index number of the United States Department 
of Labor was 7 per cent lower in October than in Sep- 
tember. Farm products and foods, showing declines of 
13 and 8.5 per cent respectively, were most affected, 
while fuel and lighting, lumber and building materials, 
chemicals and drugs fell little, if any, from September 

1 See The Review of Economic Statistics, July Supplement, 1920, 
p. 29. 



levels. Only 37 out of the 325 commodities included in 
these averages increased in October. 

The volume of business during October, as measured 
by bank clearings outside New York City, increased 
only 4 per cent over September, compared with a nor- 
mal seasonal increase of over 16 per cent. Clearings in 
all sections of the country failed to show the normal 
seasonal increase but those in the Middle West, Pacific, 
and other western states were relatively the lowest. 

Corporate financing was very heavy in October, 
despite the high rate for money and the decline of busi- 
ness activity. The total was more than three times that 
for September and a little more than the figure for 
October 1919. Only about 5 per cent of these issues 
was for the purpose of retiring maturing securities. The 
capitalization of new enterprises, however, though 
slightly above the total for September, was less than 
half the amount recorded in October a year ago. 

A buyers' market has very definitely replaced the 
sellers' market of six months ago. In general, manu- 
facturers, wholesalers, and retailers are all attempting 
to reduce their inventories to the minimum required to 
maintain a going concern. Curtailment of output, hesi- 
tation in purchasing, and cancellation of orders result 
from their attempt to cut down losses or pass them on 
to others. But by no method can losses be entirely 
eliminated. 

The process of distributing the losses resulting from 
declining prices, of readjusting prices all along the line 
from producer to consumer, of adjusting prices in one 
industry to those in related industries, and of revising 
costs, including wages, all of this is time-consuming. 
In the pre-war years, 1903-04, 1907-08, 1910-n, 1913- 
14, this process of readjustment, during which business 
dropped from the peak of activity to the trough of de- 
pression, lasted 16 months, 10 months, 14 months, and 
16 months, respectively (see curve B, Index Chart for 
1903-14). From our current Index Chart it will be seen 
that business culminated last March. If the current 
period of readjustment is completed in the usual time, 
we may expect the beginning of a revival 10-16 months 
from last March, or between January and July 1921. 
We stated in the September Review that if the period 
of liquidation occupies the usual time of 10 months 
counting from the culmination of curve C, a revival of 
business will be inaugurated in April 192 1. The prob- 
able dates for the beginning of a business revival, Janu- 
ary-July 1921 and April 1921, arrived at by these two 
methods, are consistent, and we conclude that a revival 
of business activity will set in next spring. 

Banking 

Curve C, representing rates on commercial paper duly 
corrected for seasonal variation, was at practically the 
same level in October as in September. Actual rates 
last month were unchanged from September. The sea- 
sonal demand for funds normally reaches the highest 
point of the year in October, but it recedes only slightly 
previous to the turn of the year. 
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In the past, rates on commercial paper have often 
fallen quite sharply after business has culminated. 
Thus the rate on 60-90 day paper dropped from an 
average of of per cent in July 1893 to 3^ per cent six 
months later, from 6 per cent in the last quarter of 1903 
to less than 4 per cent the following spring, and from 8 
per cent in December 1907 to 4 per cent the following 
May. It is hardly probable, in view of the general 
scarcity of capital, that we shall experience so sharp a 
fall next winter and spring as those just quoted, but a 
significant decline is not unlikely. 

There has been little change in money rates during 
the first weeks of November. Of late, however, there 
have been occasional transactions in prime commercial 
paper at a fraction under 8 per cent, and larger offerings 
of time money are reported, as funds are released from 
crop moving. The seasonal demand for funds will prob- 
ably prevent any considerable easing of rates before the 
end of the year. 

The condition of the combined federal reserve 
banks underwent comparatively little change during 
October. Total bills on hand rose some 82 millions by 
the middle of the month, while the reserve ratio de- 
clined from 43.7 per cent to 42.7 per cent. Federal 
reserve notes increased 48 millions during the same 
period, and net deposits 58 millions. By the middle of 
November the reserve ratio had risen again to 43.6 per 
cent; bills on hand had fallen 20 millions, deposits 19 
millions, and federal reserve notes 25 millions. The 
condition of the individual reserve banks and especially 
their lending and borrowing operations are discussed 
elsewhere in this issue of the Review. 

Continued improvement was shown by the statement 
of the combined federal reserve banks for the week 
ending November 19. Holdings of discounted and pur- 
chased paper declined 124 million dollars, net deposits 
and federal reserve notes in circulation fell 42 millions 
and 21.6 millions, respectively, and reserves remained 
about the same. As a result of these changes the reserve 
ratio increased to 44.1 per cent. The consolidated state- 
ments of the eight hundred member banks in leading 
cities rendering weekly reports show continued liqui- 
dation of loans and reduction of deposits. Loans and 
investments for these banks on November 12 were 
16,838 million dollars compared with the high point in 
1920 of 17,284 millions on October 15, while net demand 
deposits were 11,122 millions compared with 11,740 
millions on January 16. 

II. THE THREE GROUPS OF SERIES 

During October none of the three groups of series 
exhibited any new developments that call for considera- 
tion at this time. 1 

1 During 1919, in order that our readers might follow in all its details the 
movement of our index of business conditions, we published from month to 
month charts showing each of the three groups of series entering into the 
index. Hereafter we shall not publish these charts oftener than twice a year 
unless it happens that there is some unusual development which makes their 
presentation desirable. In January and June, therefore, our readers may 



III. THE INDIVIDUAL SERIES 

(A) The Speculative Group 

New York City clearings were 20,660 million dollars in 
October, compared with 18,600 million dollars in Sep- 
tember, an increase of n per cent, decidedly less than 
the normal seasonal increase of 20 per cent. Usually, 
November clearings fall short of those for October by 5 
or 6 per cent, while in December and January there are 
advances of about 4 and 6 per cent, respectively. 

The average price of twenty industrial stocks was $84.90 
in October, a decrease of 2.4 per cent from $87.00 in 
September. During October, the average fluctuated 
within narrow limits. The lowest figure was $84.00 on 
October 1, and the highest $85.73 on October 25. 

The average price of twenty industrials in 1918 was 
$8i. A considerable upward movement took place dur- 
ing 1 919, a high point of $114 being reached in October, 
after which the trend was again downward. The aver- 
age for October 1920 was about 25 per cent below the 
maximum attained in the same month of the preceding 
year. 

The average price of twenty railroad stocks in October 
was $83.60, or 5.6 per cent above the September figure 
of $79.20. During October the average price of twenty 
railroad stocks ranged from a maximum of $84.65 on 
October 15 to a minimum of $82.10 on October 28. This 
average was $83.30 in 1918, compared with $83.10 in 
1919. Beginning with May 1919, the price of railroad 
stocks moved downward, and the daily figure reached a 
low point of $70.17 on June 15, 1920. From that time 
until the middle of October the trend was upward, and 
on October 15 the average was $84.65. 

The number of shares sold on the New York Stock Ex- 
change was 14,300,000 in October, a decrease of 7 per 
cent from 15,300,000 in September. The highest record 
of sales since January 1906 was made in October 1919, 
when 37,350,000 shares were sold. For the twelve 
months ending with April 1920 stock transactions aver- 
aged about 285 million shares per month; in the six 
months following — May to October, inclusive — they 
have averaged less than 13-2 million shares. 

The average yield on ten American railroad bonds was 
5.69 per cent in October, compared with 5.85 per cent in 
September, 6.02 per cent in August, and 6.21 per cent in 
July. The general movement in yield has been upward 
since 1916; the monthly averages for 1916, 191 7, 
1918, and 1919 were, respectively, 4.43 per cent, 4.78 
per cent, 5.31 per cent, and 5.36 per cent. The figure 
6.28 per cent for June 1920 was the highest on record, 
and was followed by moderate declines during the next 
four months. 

Dow, Jones and Company's combined index for the 
average price of forty corporation bonds, including high 

expect to receive all the details concerning the construction of our index. 
We publish monthly, however, in our Appendix the "corrected items of 
various series of business statistics'' and other material of interest to 
technical readers. By this arrangement we shall be able to eliminate from 
our text those statistical facts which have little interest for the average 
reader. 
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September 


October 


72.77 


75-°3 


59.66 


62.75 


50.18 


54-30 


58-03 


59.66 


59.12 


62.07 



and second grade railroad, public utility, and industrial 
issues, increased slightly from 57.37 in July and 57.36 in 
August to 59.12 in September and 62.07 in October. 
Below are the indices for bond prices during August, 
September, and October. 

August 

Highest grade rails . . . 70.89 

Second grade rails ... 56.71 

Public utilities 48.70 

Industrials 57-47 

Combined index . . . 57.36 

Prices for all classes of bonds exhibited a strong down- 
ward trend from January 191 7 until the spring or sum- 
mer of the present year; railroad bond prices began to 
rise in June; industrials and public utilities, in Sep- 
tember. 

The value of building permits issued for twenty leading 
cities in October was $51,300,000, a decrease of 2 per 
cent from the September figure of $52,300,000. October 
permits are usually about the same as those for Septem- 
ber, while in November, December, and January there 
are generally successive month-to-month declines of 
about 8 or 9 per cent. 

During the twelve months ending April 1920 record 
figures were reached for the money value of building 
permits, but physical volume of new construction was 
below the pre-war level. The large totals attained were 
largely due, of course, to high costs of materials and 
labor. Since April, both the actual figures for building 
permits and the data corrected for the normal seasonal 
movement have shown a steady decline. The Bureau 
of Labor Statistics index number for lumber and build- 
ing materials stood at 313 in October 1920, compared 
with 341 last April and 100 in the year 1913. 

(B) The Business Group 

Bank clearings of the United States outside New York 
City stood at 18,110 million dollars for October, com- 



pared with 17,390 million dollars in September. This is 
an increase of 4 per cent, falling considerably short of 
the usual seasonal rise of 16 per cent. During the 
months of October, November, December, and January 
clearings are usually on a decidedly higher level than 
throughout the remainder of the year. 

Outside clearings rose considerably during 1919. The 
average per month in 1918 was 12,820 million dollars, 
compared with 15,140 million dollars in 1919. During 
1920 the upward tendency continued, and the high 
point of 18,910 millions was reached in March. The 
high figures for March, June, and September of this year 
are no doubt influenced by income tax payments. 

Bradstreet's index of commodity prices for November 1 
was $15.68, a decrease of 7.3 per cent from $16.91 on 
October 1. On November 1, the index had fallen 25 per 
cent from the record high figure of $20.87 reached on 
February 1, 1920. The October 1, 1920 index is lower 
than any recorded by Bradstreet's since June 1, 191 7. 

The following table shows a comparison of Brad- 
street's price indices for February 1, October 1, and 
November 1 of the present year: 



Groups Feb. i, 1920 

Foods §5-77 

Textiles 7.19 

Hides and leather .... 2.77 

Metals 1.07 

Oils 1.09 

Naval stores .33 

Building materials ... .24 

Chemicals and drugs . 1.19 

Other groups 1.23 

Total S2a87 



Between February 1 and November 1, the greatest 
declines — 38.5 per cent and 34.9 per cent, respectively 
— took place in the textiles and naval stores groups. 
The figure for hides and leather fell 28.5 per cent; that 



Oct. 1, 1920 


NOV. I, XQ20 


$5-45 


%-35 


4.85 


4.42 


2.42 


1.98 


•94 


.84 


.86 


.80 


.22 


.21 


.24 


•23 


1. 21 


1.17 


.72 


.66 


$16.91 


$15.68 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1919-20* 



GROUP A 



New York 

clearings 

(Units of 

$10,000,000) 



1919 J920 



Price of indus- 
trial stocks t 
(Units of $1) 



1919 



1920 



Shares traded 

(Units of 
10,000 shares) 



1919 1920 



Building permits 
(Units of 

$ioo,oco) 



1919 1920 



Yield on ten 

railroad bonds 

(Units of one 

per cent) 



igi9 1920 



Price of twenty 

railroad stocks t 

(Units of Jr) 



GROUP B 



Outside 

clearings 

(Units of 

$10,000,000) 



1919 1920 



Bradstreet's 

prices • 
(Units of $1) 



1920 



Bureau of 
Labor prices } 

(Units of 
one per cent) 



1919 



1920 



January . 
February 
March . . , 

April 

May 

June 

July 

August . . . 
September 
October . . 
November 
December 



1786 
1419 
1649 

1733 
1888 

1975 
2187 

1953 
1961 

2371 
2259 
2398 



2321 
1814 
2233 
2180 

1974 
2051 

1983 
1789 
i860 
2066 



81.6 
82.0 
87.4 
91.0 

99-3 
105.4 
no.o 
102.6 
107.7 
1 14.0 
110.8 
105.6 



104.6 

94-4 
99.6 
100.8 
91.4 
91.4 
90.6 

854 
87.0 

84.9 



1 186 
1221 

2140 
2859 

3441 
3286 

3450 

2443 
2414 

3735 
3017 
2485 



1988 
2187 
2901 

2845 
1664 

935 
1254 
1373 
1530 
1430 



1.34 
207 
328 

495 
640 

778 
759 
955 
839 
862 

853 
852 



700 
689 
850 

"34 
640 

747 
660 
608 
523 
5i3 



S-i3 
5-24 
5.28 

5-3i 
5-27 
524 
5-33 
5-47 
5-54 
5-42 
5-54 
5-57 



5-51 
5-76 
5-74 

5-91 
6.25 
6.28 
6.21 
6.02 
5-85 
5-69 



83.2 
82.8 
84.3 
84.3 
88.7 

88.1 
88.1 
80.8 
80.2 
81.4 
79.6 
75-2 



74-9 
72.5 
76.8 

74-4 
72.0 
71. 1 
72.8 
74.6 
79.2 
83.6 



1456 
1161 
1361 
1328 

143 1 
1450 
1564 
1518 
1600 
1812 
1672 
1838 



i839 
1508 
1891 
1778 
1695 
1785 
1765 
1648 

1739 
1811 



18.53 
17-63 
17.22 
17.28 
17.24 
18.09 
18.90 
20.00 

19.47 
19.52 
19.90 
20.18 



20.36 
20.87 
20.80 
20.71 
20.73 
19.88 

J 9-35 
18.83 
17.97 
16.91 
15.68 



203 
197 
201 
203 
207 
207 
218 
226 
220 
223 
230 
238 



248 
249 

253 
265 
272 
269 
262 
250 
242 
225 



* Data arc monthly averages or aggregates except for two series: Brad- 
street's prices relate to the first day at the month, and Unfilled orders of the. 
United States Steel Corporation to the last day of the month. 

t In the Review for June, 1920 these prices were revised. They have 



!>een computed throughout by securing monthly means of the daily average 
prices, at the close, of 20 stocks for each month, rather than by taking 
means of the highest and lowest daily averages for each month, as formerly. 
t Base, average for 1913 = 100. 
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for oils, 26.3 per cent; and that for metals, 21.6 per cent, and October, 37 showed increases, and 100 did not 

Only moderate decreases were recorded for foods (7.2 change. 

per cent), building materials (4.2 per cent), and chemi- The October index for all commodities, 225, is 17 per 

cals and drugs (1.7 per cent). cent below the record high figure, 272, reached last May. 

The United States Bureau of Labor Statistics index of This drop is largely due to declines of 29 per cent in 

wholesale commodity prices for October was 225, com- foods, 25 per cent in farm products, and 25 per cent in 

pared with 242 for September, a decrease of 7 per cent, cloths and clothing. In three cases, only moderate de- 

The index averaged 205 in the latter half of 1918, de- creases took place between May and October — 9 per 

clined to 197 in February 1919, and thereafter rose al- cent for the lumber and building materials group, 7 per 

most uninterruptedly until May 1920, when a record cent for the group of miscellaneous commodities, and 5 

figure of 272 was attained. Since May, the index has per cent for the metals and metals products group, 

fallen for five successive months. Chemicals and drugs showed practically no change. 

Following are the group index numbers for August, Two groups advanced during the five months — house- 
September, and October: furnishing goods rose 10 per cent and fuel and lighting 

August September October advanced 20 per Cent. 

Farm products 222 210 182 Bradstreet's number of business failures for October 

Food, etc 235 223 204 was gg.^ an increase of 31 per cent over 657 for Septem- 

Cloths and clothing 299 278 257 bcr; tWs fe g^g^t greater than thc usua i sca sonal 

£ inj > 2 4 2 rise of 1 ■; per cent. Generally, November failures are 

Metals and metal products 193 192 184 , , ,, ,, ' , _. , , , , „ 

T ,,.,,. . , „ „ approximately the same as those for October, but De- 
Lumber and building materials 328 318 313 , , . , . 

r*. • 1 j j ' * " * cember shows an increase of about 20 per cent over 

Chemicals and drugs 216 222 216 . r 

House-furnishing goods 363 371 371 November, and January a similar rise from December. 

Miscellaneous 240 239 229 During the past four or five months the number of busi- 

All commodities 250 242 225 ness failures has exhibited a slight upward tendency, but 

this series is still on a low level when compared with pre- 

A comparison of the group indices for September and war figures. During 1914-18, failures averaged about 

October shows that farm products, foods, and cloths 1450 per month; the average for the first ten months of 

and clothing fell off decidedly, with decreases of 13 per 1920 is 564 per month. 

cent, 85 per cent, and 75 per cent, respectively. Next The value of imports into the United States in October 
in order came the metals group and the group of miscel- was 362 million dollars, against 363 million dollars in 
laneous commodities, both of which declined about 4 September, a decrease of less than one per cent. The 
per cent. There were comparatively smaller recessions value of exports was 752 million dollars, compared with 
of 3 per cent in chemicals and drugs, i-| per cent in lum- 605 in September; this was an increase of 24 per cent, 
ber and building materials, and less than 1 per cent in The favorable trade balance for October was 390 mil- 
fuel and lighting. House furnishing remained at the lion dollars; in September it was 243 million dollars. 
September level. Of 325 price quotations included in Pig-iron production in the United States during the 
the index, 188 showed decreases between September month of October was 3,278,000 tons, an increase of 5 

ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1919-20* 



January . 
February 
March . . 

April 

May 

June 

July 

August . . , 
September 
October . , 
November 
December 



GROUP B 



Business failures 
(Bradstreet) 

(Units of 
one failure) 



1019 



573 
492 

485 
459 
43i 
421 

417 
447 
426 

479 
432 
488 



5io 
441 

53i 
481 

455 
572 

598 
636 

657 
863 



Imports 
(Units of 

$1,000,000) 



ioig 1020 



213 

235 
268 

273 
329 
293 

344 
3o7 
435 
402 

425 
381 



474 
467 

524 
496 

43i 
553 
537 
5i4 
363 
362 



Production of 

pig iron 

(Units of 

1 ,ooo tons) 



33 02 
2940 
3090 
2478 
2108 
2115 
2429 

2743 
2488 
1864 
2392 
2633 



30I5 
2979 
3376 
2740 
2986 

3044 
3067 

3147 
3129 
3278 



Unfilled orders 

U. S. S. C* 

(Units of 

10,000 tons) 



1910 



668 
601 

543 
480 
428 
489 

558 
611 
628 
647 

713 
827 



1920 



929 

95° 

989 

1036 

1094 

1098 

1112 

1081 

1037 

984 



GROUP C 



Loans, discounts, 

invest'ts, etc., of 

New York banks t 

(Units of 

$10,000,000) 



475 
476 
485 
489 

497 
502 
496 
497 
517 
538 
527 
5i8 



532 
514 
5" 
5i6 
5i6 

5i4 
5i4 
512 
526 
543 



Deposits of 

New York banksf 

(Units of 

$10,000,000) 



1919 



394 
38i 
392 
400 
410 
408 
406 
403 
417 
420 
420 
412 



1920 



416 
412 
414 
419 
416 
419 
412 
402 
406 
416 



Rate on four-to- 
six months paper 
(Units of 
one per cent) 



5-44 
5-41 
5-5o 
5-5° 
5-5° 
5.66 

5-55 

5-5° 

5-5° 

5-5° 
5.62 

6.00 



6.06 

6-53 
6.88 
6.97 
7-38 

7-95 
8.09 
8.25 
8.16 
8.12 



Rate on sixty-to- 
ninety day paper 
(Units of 
one per cent) 



1919 



5-19 
5-19 
5-38 
5-38 
5-38 
5-53 
5-42 
5-38 
5-38 
5-38 

5-5° 
S-88 



1920 



6.00 
6.41 
6.68 
6.81 
7.16 
7.72 
7.84 
8.00 

7-97 
8.00 



Dividend 
payments 
(Units of 

$100,000) 



622 

413 
530 
603 
287 
410 
548 

435 
418 
652 
34i 
504 



656 

441 

524 
640 

309 
45i 
59 1 
463 
420 
658 
3i8 



* Data are monthly averages or aggregates except for two series: Brad- 
street's prices relate to the first day of the month, and Unfilled orders of the 
United Stales Steel Corporation to the last day of the month. 



t Clearing House banks, including (i) members of the federal reserve 
bank, and (2) state banks and trust companies not in the federal reserve 
system. 
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per cent from 3,129,000 tons in September; this is 
slightly less than the usual seasonal rise of 7 or 8 per 
cent. Generally, the November tonnage is 4 per cent 
below that for October, while production in December 
and also in January is 2 per cent above that for No- 
vember. 

Pig-iron production fell from 3,487,000 tons in Octo- 
ber 1918 to 1,864,000 tons a year later, a drop of almost 
50 per cent. By March 1920 the output had risen to 
3,376,000 tons; in April only 2,740,000 tons were manu- 
factured. Since April, the production has risen fairly 
steadily to the October figure of 3,278,000 tons. 

Unfilled orders of the United Slates Steel Corporation 
were 9,840,000 tons at the end of October, a decrease of 
530,000 tons, or 5.1 per cent, from 10,370,000 tons on 
September 30. There was a steady increase from the 
low point of 4,280,000 tons on May 31, 1919 to 11,120,- 
000 tons on July 31. Since that date unfilled orders 
have fallen off slightly. The record figure of 12,180,000 
tons was reached on April 30, 1917. 

(C) The Banking Group 

The average loans, discounts, and investments of New 
York City clearing house banks and trust companies were 
5,430 million dollars in October, an increase of 3.2 per 
cent from 5,260 million dollars recorded in the previous 
month. The average deposits for the same group of 
banks increased from 4,060 million dollars in September 
to 4,160 million dollars in October, or 2.5 per cent. 
Loans rose steadily from the end of 19 18, except for a 



slight recession in July and August 1919, to the high 
figure of 5,380 million dollars in October 1919. After 
this date, loans fell off and in August 1920 averaged 
only 5,120 million dollars. In September and Octo- 
ber there were sharp increases to 5,260 and 5,430 
million dollars, respectively. The latter figure is the 
highest figure ever recorded. Monthly average deposits 
have shown comparatively little change since March 
1 91 9; during that time they have ranged between 4,000 
and 4,200 million dollars. 

The average rate of interest on four-to-six months com- 
mercial paper in New York was 8.12 per cent in October, 
a slight decrease from 8.16 in September and 8.25 in 
August. Usually commercial paper rates show but little 
seasonal change from October to December, inclusive, 
but fall sharply in January and February. During the 
present year, the rate on four-to-six months paper rose 
from 6.06 per cent in January to the high point of 8.25 
per cent in August. 

The rate of interest on sixty-to-ninety day commercial 
paper in New York averaged 8.00 per cent in October, 
compared with 7.97 per cent in September, 8.00 per cent 
in August, 6.00 per cent in January, and 5.38 per cent in 
September 191 9. 

Dividend payments by industrial corporations are an- 
nounced as $31,800,000 for November, compared with 
$34,100,000, $34,000,000, $34,500,000, and $34,100,000 
for the corresponding months of 1919, 1918, 191 7, and 
1 9 16. It will be seen that the current figure is about 7 
per cent below those attained for the corresponding 
month during the past four years. 



